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The Post Office Service Relations Division 
A Valuable But Little Known Government Activity 


By Gienn A. Bowers, Director of Research, 
Industrial Relations Counselors, Inc. 


Steen Post Office Department comes close to most of us as no other gov- 

ernment department does. Business men and housewives, travelers and 
stay-at-homes, old and young, we depend on the mails to keep us in 
touch with the world outside our doors. Stories of heroism and drama clus- 
ter about the history of the Department from stage-coach days to the present 
when the air mail gives us Lindbergh. There are homelier tales of day by 
day service on the part of carriers and clerks which have given the public 
the friendliest of feelings for the Postal Service. 

Of the organization which makes possible the efficient, continuous de- 
livery of mail there is little general knowledge, however. The Postmaster 
General and his assistants are in effect the executives of a vast business 
concern run very much as are other business concerns, and with a somewhat 
similar history of labor relations. It is not to be expected that men drawn 
from private life will conduct themselves very differently as government 
officials or employees than was their habit in competitive business. Operat- 
ing outside of but closely in touch with the various “production” branches 
of the Department is the Service Relations Division which corresponds to 
the industrial relations division in many companies. It is particularly im- 
portant in this business which is so largely dependent on the functioning of its 
employees. The division is of interest to industrial executives because it is 
experimenting in a field which is increasingly proving its value, and of inter- 
est to the general public because it has affected the efficiency of the mail 
service. 

Although the Service Relations Division is of comparatively recent 
origin, we must seek the early history of personnel relations in the Postal 
Department to understand its genesis and to appreciate its particular value. 
In common with most executives of the eighteenth and nineteenth centuries 
the officials of Postal Service formulated their business plans with little or 
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no regard for the workers who would carry them out. The injustice and 
inefficiency characteristic of such methods was intensified in the Postal De- 
partment by the fact that the majority of the jobs were looked on as political 
pawns. It was not until the passage of the Civil Service Act in 1883 that 
there was any assurance of tenure during satisfactory service. With the 
application of this act the postal employees began to think of their jobs as 
permanent and their working conditions, rates of pay and hours became of 
more importance than they had been when employment was more or less 
temporary. This situation, combined with the fact that politcians were less 
interested in employees whom they could not manipulate to their own ad- 
vantage, stimulated the postal employees to organize and agitate for better 
conditions. 

A National Association of Letter Carriers was formed in 1890. The New 
York Letters Carriers’ Association affiliated with the Knights of Labor, had 
been active in getting this association under way. The following year the 
railway mail clerks met and established the Railway Mail Association. In 
1899 the United National Association of Post Office Clerks took the place 
of two rival organizations of postal clerks which had been formed earlier. 
A National Federation of Post Office Clerks made up of clerks in sympathy 
with the American Federation of Labor was founded in 1906. The National 
Rural Letter Carriers’ Association dates from 1903; a split came in 1920 
resulting in the formation of the National Federation of Rural Letter Car- 
riers, which shortly afterward affiliated with the A. F. of L. 


Objects of Organizations 


While these organizations have varied in their methods, their objec- 
tives have been the improvement of wages, hours and working conditions. 
In striving toward these ends the issue of the right to organize arose and 
thus a double struggle on the part of postal employees began which has con- 
tinued until comparatively recently. In 1895 and again in 1902, 1906 and 
1909 “gag-rules” were applied by executive authority to prevent any em- 
ployee from complaining about his conditions or making any effort to improve 
them except through his department head. The Civil Service Rules were 
also changed so as to permit the President or a department head to remove 
employees without notice. This order remained in effect until 1911. By 
1912 public opinion had been sufficiently aroused to result in a law which 
gave all civil service employees the right to organize and the right to petition 
Congress in their own behalf. 

While the end of gag-rule and of certain major abuses was thus as- 
sured, the next few years witnessed no diminution of official hostility to 
employee organizations. An effort to economize during a period of rising 
costs resulted in a collapse in employee morale and a lessening of efficiency. 
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THE POST OFFICE SERVICE RELATIONS DIVISION 5 


This was the situation in 1921. The condition of the Postal Service 
had been used as campaign material in the 1920 election and the incoming 
party was definitely committed to changes in administration when Mr. Will 
Hays took office as Postmaster General. He lost little time in setting about 
them. The policies then inaugurated have been continued by Postmaster 
Generals Work and New. The matter of postal finance was considered and 
many economies were effected. Economies alone, however, were not suffi- 
cient to regenerate the department, the wholehearted cooperation of the em- 
ployees was also needed. In order to obtain it there was need to convince 
the workers that their help was sincerely desired. To accomplish this end 
several changes in methods and procedure were initiated. Employees were 
invited to bring their difficulties and complaints to the attention of their 
postmasters, who were ordered to give immediate consideration to all rea- 
sonable requests. The letters which went out were no longer couched in 
the stiff terms of official bulletins, but were rather of the informal business 
type. 
Having got these changes under way by official decree to meet an im- 
mediate situation, there remained the problem of holding the gains already 
made and proceeding even further. The Welfare Division, later known as 
the Service Relations Division, of which Mr. Louis Brehm is now director, 
was created to serve this purpose. In this development the Postmaster 
General was, as he pointed out, following the precedent set by many large 
and successful private business concerns. The decision to establish such a 
department was reached after consultation with the representatives of the 
employees’ unions, with Dr. D. F. Garland of the National Cash Register 
Company, Dr. Lee K. Frankel, of the Metropolitan Life Insurance Company, 
and the high executives of the Postal Service. The final step was taken on 
June 21, 1921, when the local postmasters were asked to make surveys of 
conditions in their respective offices, as such conditions related to the de- 
velopment of the Welfare Division. Shortly thereafter, Dr. Lee Frankel 
was persuaded to take charge of the new department and its operation began. 


Organization of Councils 


In securing the services of Dr. Frankel and his successor, Mr. Henry 
Dennison, two things were assured, complete freedom trom political control 
and the application of a wide knowledge of personnel problems. Dr. Frank- 
el’s first activities were directed to orienting himself in the Postal Service 
and at the same time investigating working conditions in the principal offices. 
The efforts of one man, however, manifestly could not discover and remedy 
all the bad conditions in the department, no matter how vigorously he acted 
toward this end. Even a corps of inspectors set at the task could have 
accomplished but a part of what was needed. The workers themselves had 
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to be made to feel that a new régime was under way and that their coopera- 
tion would be valued in improving their working conditions and the effi- 
ciency of the service. In order to make this cooperation effective, a system 
of councils was worked out in 1921, and it is still in operation in a somewhat 
revised form. 


In July of 1921 representatives of eight national postal employees’ 
organizations were invited to come to Washington to arrange for the forma- 
tion of a body which would be authorized to speak for the membership of 
the organizations. There were represented the following groups: 


National Association of Letter Carriers. 

National Rural Letter Carriers’ Associations. 
National Federation of Rural Letter Carriers. 
National Federation of Post Office Clerks. 

United National Association of Post Office Clerks. 
Railway Mail Association 

National Association of Post Office Laborers. 
National Association of Postal Superiors. 


A National Welfare Council was established at this time. Later several 
other organizations came in; each association being allowed two delegates 
regardless of the size of their membership. This in no sense created ma- 
chinery for collective bargaining since the already well-established national 
associations dealing with Congress and the Department satisfactorily per- 
formed this function. The constitution of the council states that matters 
are to be brought before it for “consideration and discussion,” the result of 
any votes cast to be transmitted to the Postmaster General for such action 
as he chooses to take. The questions which are to come before the council 
are any which will further the accomplishment of the objects of the council 
defined as follows: 

“The object of this council shall be the betterment of the Postal Service generally, 
the improvement of the working conditions, and the bringing about of closer cooperation 


and betterment understanding among the public, the officials, and the employees of the 
Postal Service.” 


One of the first things undertaken by the National Council was aiding 
in the formulation of a constitution for local councils in first and second 
class post offices. This was approved in October, 1921. They are made 
up as follows: 


“In each first-class post office there shall be a council of not more than eight 
members, of whom three shall be elected by the letter carriers, three by the post office 
clerks, and two by the supervisory officials. In cities where there are railway mail 
terminal employees, post office laborers, motor-vehicle employees, or rural letter carriers, 
these may, on their request, be entitled to one member each and the council enlarged 
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THE POST OFFICE SERVICE RELATIONS DIVISION 7 


correspondingly. Annually in December all employees in each group shall assemble and 
elect their representatives to the council. A majority vote of those present shall be 
necessary for election.” 


The choice of representatives has nothing to do with organization mem- 
bership. The objects and duties of the local councils as given in the 
constitution are much the same as those for the national council. Articles 
II, 111 and IX are quoted: 

“The object of this council shall be to increase the efficiency of the Postal Service 
in the city of —————-; to improve working conditions in the post office, and to effect 


closer co-operation and better understanding among the public, the officials, and the em- 
ployees of the Postal Service. 


“It shall be the duty of each council to consider the matters of local interest which 
have relation to the accomplishment of the object stated in Article II. All matters that 
affect working conditions of employees, whether these deal with sanitation, efficiency, or 
cooperation between employees, officials, and the public, are legitimate subjects for dis- 
cussion and consideration by the council. 


“Grievances of employees may be considered by the council in its advisory capacity if 
presented in writing by the member representing the employee. The council may at its 
discretion permit the employee to appear in person and produce witnesses. The view of 
the council as expressed in a majority vote shall be transmitted to the postmaster for 
his consideration. Similarly, the council may consider suggestions and recommendations 
of employees for the betterment of the service, and in a similar fashion, shall transmit 
these as approved by the council on a majority vote for the consideration of the post- 
master.” 


County councils were organized to serve the same ends for the third 
and fourth class postmaster and rural carriers and a departmental council 
for the 2,600 workers in Washington. 

Although the constitution for local councils would seem to make their 
formation mandatory the administration was satisfied to proceed slowly. 
In April, 1922, there were about 700 local councils in existence. This in- 
cluded nearly every large city office and many in the next rank as well as 
a representation of small towns. It was felt that there was no hurry about 
the starting of councils in the latter group since bad conditions were more 
readily ascertained and changed by action of the postmasters. Up to this 
time there have been formed 821 councils, 348 county councils and the de- 
partmental council. 

Once established these organizations were encouraged to function. The 
welfare director had already undertaken the examination of working condi- 
tions in one hundred of the largest post offices, and a questionnaire was 
sent to all first and second class offices in order to get information concern- 
ing working conditions. About 3,500 questionnaires were returned and 5,781 
complaints were recorded. Within a year the majority of the faulty condi- 
tions had been done away with and many others had been improved. These 
included congestion of quarters, rehabilitation of swing and rest rooms, 
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better toilet facilities, improved lighting, installation of drinking water equip- 
ment, improvement of janitor service, and other similar matters. In the 
following months the remaining complaints were considered and many taken 
care of; others were of so serious a nature that they could only be remedied 
by the building of new post offices. Such action was recommended in the 
case of 159 buildings. This activity convinced postmasters and employees 
that the “humanizing” efforts so far made had been sincere and that similar 
efforts on the part of the councils would be received sympathetically and 
would obtain results. 

In order to secure a maximum of accomplishment with a minimum of 
expense and duplication of effort, the cooperation of the United States 
Public Health Service was soon enlisted. Many of the most beneficial activ- 
ities of the division have been those carried on through the Health Service. 
One of the first investigations made was concerned with the lighting of post 
offices, a matter of great importance to the workers and to the Postal De- 
partment. A new and an old post office were chosen for study. Not only 
were existing conditions surveyed, but recommendations were made as to 
what lighting standards should be maintained; the cost of changes was esti- 
mated as well as the probable saving because of increased efficiency. The 
general applicability of this report was tested by investigating several other 
offices subsequently. As a result of these studies a rigid standard is required 
when the Department makes new leases. In the case of new construction 
and alterations and additions to government-owned buildings, the most 
modern and suitable lighting systems are being installed. 

In line with the division’s policy to “forward reasonable measures of 
physical health,” an opportunity to have free physical examinations on a 
voluntary basis has been offered to employees in or near certain specified 
cities. There were 68 such stations in 1922, and there are 101 at the present 
time. Approximately 14,000 postal workers have taken advantage of this 
opportunity. The benefits received have been great and will naturally in- 
crease as the service is extended. Free vaccination against small pox, typhoid 
and para typhoid fever is also given at all U. S. P. H. S. stations of which 
there are 300. 

First aid kits have been placed in the offices at points where they are 
most likely to be needed and are kept replenished by the division. Workers 
are informed of the proper use of the supplies through Health Service 
pamphlets which are given to all postal employees. 

The letters which have been sent to the local service councils by the 
director of the division every month since November, 1923, lay great empha- 
sis on health measures. The informality and sincerity of their tone has un- 
doubtedly done much to make them effective. Through this medium the 
activities of the Health Service already referred to have been “sold” to 
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THE POST OFFICE SERVICE RELATIONS DIVISION 9 


the postal employees and many other measures discussed. The common 
cold comes in for its share of consideration; the purpose of a vacation with 
a listing of methods of treatment in case of typical vacation accidents; hot 
weather foods; general health talks, heart trouble; and similar subjects 
have also been treated from time to time. 

Through the cooperation of the U. S. Health Service and the Bureau 
of Standard a special shoe was designed to meet the comfort requirements 
of the carriers and made available at a low price through a large shoe manu- 
facturer. Other changes making for less fatigue during working hours were 
undertaken ; these included a new type of rest bar and study of new shoulder 
straps for carriers. 

Largely through the initiative of local councils credit unions haye been 
established in a number of cities. In 1923 the first one was started in Brock- 
ton, Massachusetts. This received publicity through the service letters and 
by the next year there were seven unions with the prospect of twice as many 
more. Each annual report has marked an increase until in January, 1928, 
there were 95 credit unions with assets of more than $1,000,000, loans 
amounting to over $3,000,000 and a membership of approximately 18,000. 
By May, 1928, 169 unions had been organized. Other means of financial 
self-help have also been fostered. Group insurance plans are in operation 
in a number of offices as well as vacation savings clubs, and sick and death 
benefit associations. Cooperative canteens or cafeterias are being success- 
fully operated in 32 of the larger offices. 


Cooperation of Councils 


The activities which are concerned with the welfare of the employees, 
while basic, are by no means the only ones undertaken by the Service Rela- 
tions Division. The good of the service is at the root of everything which 
is done. The various councils are, therefore, called on to aid in furthering 
measures designed to expedite and simplify the delivery of mail. Numerous 
campaigns such as “Mail Early for Xmas,’ “Address Clearly” “Wrap 
Well,” have been taken up by local and county councils, which have brought 
them to the notice of newspapers, chambers of commerce and clubs in 
their communities, thus obtaining a considerable measure of cooperation. 
In addition, councils have been urged to study local conditions and carry 
on such activities as will be most useful to the Postal Service in their par- 
ticular vicinity. Postal employees in the rural districts and small towns 
being more closely in touch with the users of the mails, are enabled to do 
even more than the city employees to improve the service by enlisting the 
help of the public. 

Briefly, the history of personnel administration in the Service has been 
somewhat as follows: First, the attention of the postal executives was 
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directed to getting the job done regardless of the consequences to those who 
were engaged in doing it. This attitude of overlooking working conditions 
and workers’ morale met no effective opposition until after the Civil War 
when postal service employees began to revolt against the same conditions 
which brought into existence the Knights of Labor and later the American 
Federation of Labor and to demand that they have a share in improving 
those conditions. Second, the struggle of the workers for the right of asso- 
ciation for the advancement of their own interests. This was a demand for 
status or recognition as a group through elected representatives. Here the 
employers’ philosophy of individualism and the famous “gag-rule” were 
brought into play by executive authority. Third, there came the gradual 
acceptance of the right of association of employees within the service, but a 
denial of the right of affiliation with outside labor organizations such as the 
A. F. of L. Fourth, the acceptance of the right of outside affiliation by 
congressional enactment. Fifth, the creation within the Department of 
“shop councils” ‘with representation of all employees organized and unor- 
ganized as an instrument for employer-employee cooperation for the good 
of the service. 

Undoubtedly, this last step is most important and valuable, marking as 
it does a final and complete reversal of personnel practice within the Post 
Office Department. Although data are not available which make possible 
a full evaluation of accomplishment, the point of view and method of ap- 
proach which the Service Relations Division represents are sufficient in them- 
selves to warrant an optimistic estimate. In the development and operation 
of this branch of the government there has been initiated an experiment in 
“constructive cooperation,” which is of great significance. For the first time 
the fact that the good of the service is the joint concern of executives and 
workers, has received recognition from the postal authorities. While there 
never was any necessary conflict of purpose between the two groups, past 
failure to consider their essential mutuality of interest at times resulted in 
strife, low morale and inefficient service. 

The operation of the councils is valuable, however, not only because 
of the wholesome effect it has had within the Postal Department, but be- 
cause it affords a successful example of the way in which national organi- 
zations and independent shop committees can work together. The national 
organizations represent the common interests of occupational groups through- 
out the country; the local and county councils represent the common interests 
of employees in given offices; and the national welfare council represents 
both the national and the community viewpoints. In addition any individual 
has the right to carry suggestions or complaints directly to department heads 
or any government official. Thus there are no dammed-up channels where 
dissatisfaction may collect and a way is opened for growth and development. 
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The Problem of Pensions 


By A. W. Macpnonatp, Manager of Industrial Relations, 
British Empire Steel Corporation 


_ adoption of pension plans by Industrial Corporations is of compara- 

tively recent origin. A survey of 248 pension plans made by the Na- 
tional Industrial Conference Board in 1927, showed that only five of these 
plans dated from before 1900, while those adopted after the year 1910 
numbered 181. 

There are at present (May, 1928), between 300 and 350 formal pension 
plans in industrial, railroad, commercial and financial organizations in the 
United States and Canada, and 85 per cent of these had their origin since 
1910. 

A study by the Pennsylvania Commission on old age pensions pub- 
lished in 1927 estimated that there were then about 400 formal and informal 
pension plans in the United States covering approximately 4,000,000 work- 
ers, and affording superannuation relief to about 90,000 individuals at a 
probable expense of $43,000,000.00 a year. 

In answer to the question “Why is it necessary to have an old age pen- 
sion plan?” it is pointed out that the pension problem is distinctly a product 
of modern conditions. Until comparatively recent years the relief of old 
age did not receive nor need separate consideration. The generality of 
working men were expected, as a matter of course, to continue to earn their 
living throughout practically their entire lives. Those who, through illness 
or other misfortune, failed to do this were normally supported by their chil- 
dren or other relatives; if worse came to worst, they went to the poor-house. 

In these conditions sweeping changes have been made by modern in- 
dustry in the twentieth century. It is found today that more relief of old 
age dependency is needed because there is more old age. 

In the sixteenth and seventeenth centuries statistics show that in some 
parts of Europe the expectancy of life at birth was not more than from 
twenty-one to twenty-six years. In Massachusetts in 1789 (140 years ago) the 
estimated expectancy was thirty-five years. No further back than 1855 (70 
years ago) the average span of life in the United States, according to the 
best estimates available, was about forty years. By 1924 it had increased 
to 58 years or a gain of nearly one-half in less than seventy years. 

The increase in life expectancy, it is fair to assume, has effected manual 
workers more than other classes since the high death rates of the earlier 
periods were especially severe among the laboring masses of the population. 
This increase in life expectancy has not been followed by a proportionate 
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lengthening of the working period. Precisely the opposite is what has hap- 
pened. The laborer of today is likely to support himself during a consider- 
ably smaller proportion of his life time than his grandfather did. 

The spread of education and the decline of child labor are sending 
workers into industry at higher ages than in the past, thus, in the shorten- 
ing process the working period has been lopped off at both ends. At the 
same time we find that there is proportionately less work for the laborer 
who has grown old or who has come to later middle life. The worker who 
has passed middle age may not actually be dropped from his employer’s pay 
roll—probably he will not be so long as he is able to perform his task, but 
once out of employment he will find that jobs are scarce. 

The higher standards of efficiency demanded in modern business, and 
Workmen’s Compensation Laws, which make employers responsible for all 
occupational accidents, serve to discourage the hiring of men, who, on ac- 
count of advancing years, are considered more than usually liable to injury. 
Then there is this seeming paradox: The very pension systems that are 
designed to support old age, operate against the employment of men of 
advanced years since employers who pay pensions naturally expect their 
workmen to render active service for at least reasonably long periods before 
reaching retirement age. 

Some of the questions that the pension problem brings up may be 
briefly set down as follows: 

What is a pension and what is it for? 

At the very start we are faced with the fact that not all employers or 
all economists believe in pensions, and that of those who do, some justify 
their approval by one set of theories and some by another. There is even 
disagreement as to what a pension is, what it is for, and where, if anywhere, 
is its proper place in the financial arrangement of an enterprise organized for 
profits. 

Prominent among the theories advanced is that a pension is a deferred 
wage; that it is a charitable gratuity, and that it is a reward for something 
usually defined in some such vague term as long and faithful service. Ac- 
cording to the deferred wage theory, money expended for pensions comes 
out of the funds available for the compensation of labor, and is in fact 
merely a part of the wages which might have been paid to the worker during 
his productive years, if the employer had chosen to do so. If this theory 
were accepted, there would rise at once a moral question as to the right of 
the employer to withhold any part of the wages due employees, and then 
restore the money only to those who, by longevity and continuity of service, 
fulfill the pension requirements. This deferred wage theory falls down, if 
for no other reason, because of the obvious fact that the employer does not 
have to pay pensions to secure and hold a labor force. Perhaps the situation 
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will change in the future, if the payment of pensions becomes so nearly uni- 
versal that the company which has no pension payroll, is an outstanding 
exception, but at the present time the employer who has a pension plan has 
seemingly little or no advantage over his competitors, so far as concerns 
the case or difficulty of recruiting workers. He pays the standard rate of 
wages, he provides customary working conditions, and if by reason of his 
pension plan he gets first choice of the labor supply, that fact has not yet 
become apparent. 

It is probable that comparatively few manual workers in the years of 
their greatest efficiency and greatest desirability from the employers’ view- 
point think much about whether the companies that pay their wages have 
pensions or not. It is most difficult to believe that pensions are held out 
of the current wages of labor so long as labor is receiving in wages the full 
compensation ordinarily paid for services of the same kind. 

Turning now to the theory that a pension is a gratuity bestowed from 
motives of pure benevolence, we must concede that some pensions probably 
fall at least partly within this definition. Yet the industrial manager in an 
era of efficiency, and keen competition asks for a stronger reason than mere 
charity, especially when the supposed charity is bestowed upon a rigidly 
defined number of employees, some of whom do not need it, and withheld 
from all the others regardless of their needs. In fact, he may be somewhat 
doubtful as to whether in his capacity as custodian of stockholders’ money 
he has the right to indulge in charity, however benevolent he may be. In 
the main, therefore, the gratuity theory must be abandoned. 


Is the Pension a Reward? 


Is the pension then a reward to the employee who has merited the grate- 
ful consideration of his employer. To some extent it is. There is no doubt 
the employer would rather have his workers stay with him at least during 
their periods of greatest productive efficiency. Moreover, the steadying 
effect of a body of veteran workmen often is a valuable influence upon 
younger and less stable employees. But, if by this stability the worker has 
earned a reward, why does he not receive it if he leaves the service a few 
years before reaching the pensionable age, and why does it not go to his heirs 
in the event of his death? This indicates that the reward theory, while not 
to be rejected altogether, needs to be supplemented by evidence of other 
and stronger reasons for incurring the expense involved in an industrial 
pension plan. 

If we thus reject the deferred wage theory and concede only limited 
validity to the ideas of reward and of benevolence, we appear to incur the 
obligation of finding other justification for industrial pensions, unless we 
are ready to condemn them as useless and unwarranted. 
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Here it is worth while first to consider the pension plan as one of the 
industrial relations policies of the employer. Leaving aside for the time 
the questions of abstract right and wrong, advanced personnel practices usu- 
ally are judged by their effect upon the efficiency of labor and upon the con- 
tentment, loyalty and morale of the working force. On this basis alone, it 
is fair to assume that an intelligently administered pension plan exerts a 
beneficial influence in the industrial establishment. This influence should 
be particularly strong, as it effects the older workmen who are within sight 
of the pension. 

The worker who knows that some provision has been made for his 
support in old age may be expected to have a freedom from anxiety more 
than the man who fears that he will be left without support. Moreover, 
the employee protected by a pension naturally may be expected to have a 
friendly feeling for the employer and to be inspired by loyalty and co-opera- 
tion. Although these results are intangible and not subject to quantitative 
measurements, they should have a place among the factors justifying indus- 
trial pensions. Along with its general effects upon the morale and efficiency 
of the working force, the industrial pension probably reduces labor turn- 
over, particularly among the older men. If the pension helps effect a saving 
in this direction, it has served a useful purpose. 

From the industrial viewpoint is it efficient and economical to adopt a 
pension plan? 

Statistics published show that in the year 1927, The Pennsylvania Rail- 
road paid $6,000,000.00 in pensions to over 10,000 retired employees. The 
United States Steel Corporation paid over $3,000,000.00, while Bethelem 
Steel Corporation paid nearly $500,000.00 and the Canadian Pacific Rail- 
way Company paid about $750,000.00 for pensions. I do not believe we 
would find these corporations paying out such sums of money for pensions 
if pensions did not make for efficiency and economy. 

In the larger corporations which employ a great number of men, if no 
pension plan exists, there is a strong moral obligation to keep workmen on 
the regular payroll far beyond a period of real productivity and at a 
greatly increased pay roll cost to the company. The retention of such em- 
ployees who have grown old in the service and who have given all of their 
productive working time to the company that employs them, might properly 
be termed “The hidden cost of taking care of long service employees,” but 
such workmen are nevertheless pensioners. They are still in receipt of the 
standard wages paid by the company, but their efficiency as workmen has 
been impaired to the point where they in reality are not able to give any- 
thing approximating efficient service, and their presence in the shops or 
other parts of the plant has a tendency to destroy the morale of the other 
workmen. There are some exceptional cases of course where old employees 
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are doing efficient work, but these cases are few, and they will become fewer 
as time goes by. Pensions taken care of in this way are very costly when 
buried in the active works pay roll. 

The pension plan of the British Empire Steel Corporation, Limited, 
was adopted by the Board of Directors, effective October Ist, 1923, for 
employees actually in the service on that date. The benefits of the pension 
plan apply to all of the employees of any of the subsidiary companies oper- 
ated or controlled by the corporation. It calls for no contributions from the 
employees themselves. The fund, being established voluntarily by the cor- 
poration as a provision for the benefit of employees superannuated or in- 
capacitated after long service, confers no legal rights upon any employee. 


Administration 


The fund is administered by a committee known as the Pension Com- 
mittee, composed of not less than five employees of the Corporation and 
its principal constituent and subsidiary companies appointed by the Board 
of Directors. The duties of the pension committee are: 


a. To determine the eligibility of employees to receive pensions. 
b. To fix the amount of such pensions. 


c. To discontinue the payment of pensions, for cause. 
Pensions shall be granted: 


a. To any male employee who has been twenty-five years in the service 
and who has reached the age of sixty-five years or more, and who 
is retired from service either at his own request or at the request 
of his employing officer. 

b. To any female employee who has been twenty-five years in the 
service and who has reached the age of fifty-five years or more, and 
who is retired from service either at her own request or at the 
request of her employing officer. 

c. To any employee who has been fifteen years in the service and who, 


during the course of his employment, has become permanently and 
totally incapacitated for further service. 


Basis of Pension Allowance 


The pension allowance authorized is granted upon the following basis: 
One percent of the average monthly pay received during the last ten 
years of service multiplied by the number of years of the entire service. 
No pension to exceed $75.00 per month. Illustration: An employee has 
been in the service thirty years and during the last ten years has received 
$1,000.00 per year, or $83.33 per month. His monthly pension would be one 
percent of $83.33, or .83 multiplied by 30, equal to $25.00. 


| 
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General Regulations 


a. 


b. 


Pensions from the fund will be paid only to those employees who 
have given their entire time to the service of the Corporation. 
The acceptance of a pension from the fund shall not debar any re- 
tired employee from engaging in other business as long as such other 
business is not of the same character as that of the Corporation or 
its constituent or subsidiary companies. 

Length of service shall be recokoned from the date since which the 
employee has been continuously in the service to the date when 
retired, and in the final result a part of a year, if less than six 
months, shall not be counted, if more than six months, it shall be 
counted as a full year. 

The Secretary of the Pension Committee shall keep himself in- 
formed of the whereabouts of all employees who have retired on 
pension, and shall require satisfactory evidence twice a year that 
the pensioner still comes within the rules of the pension fund. 


Pension allowances for the year 1927 paid by the British Empire Steel 


nent = 


Corporation, Limited, amounted to $96,775.17. The number of former 
employees on the pension payroll at December 31st, 1927 was 305. The 
total amount disbursed for pensions from the adoption of the fund, October 
Ist, 1923, till December 31st 1927 was $251,163.78. 


AGES OF PENSIONERS WHEN RETIRED 
23 men 65 years of age 
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termine the disposition of the work that was being done by these workmen 
at the time pensions were granted to them. We found that in 102 cases 
these pensioners were not replaced; in twelve cases the work was taken 
over by another workman in addition to his own work; in eleven cases 
the work was divided among several other workmen, and in sixty cases the 
workman pensioned was replaced by another prospective pensioner. In 175 
cases new men were employed to fill the places of the men pensioned. 

The average age of our pensioners at retirement was 70.3 years, and 
the average years of service of these men 41.5 years. 

Since the adoption of our pension fund, 45 pensioners died—the average 
length of time during which these received pensions was one year and 
seven months,—the shortest period of payment was two months, and the 
longest period was three years and seven months. The average age at 
termination of pension in the forty-five cases was 73.2 years. 

It was interesting for us to develop in this connection that in our 
own Corporation, which represents many subsidiaries, having been in ex- 
istence a considerable period of years, the number of pensioners we have 
today being 305 is only 1.3 percent of our total force of approximately 
23,000 men. 

Our pension fund has been in effect only four and one-half years, and 
some increase in this percentage must be looked for as the plan grows 
older. Ours is what is known as the non-contributory pension plan, the Cor- 
poration bearing the entire expense. 


Small Loans to Workers 


By Georce Fiuiretti, Pu.D., Assistant Professor of Business Administration, 
Columbia University 


order that there may be a common starting point, let us define the 

terms which are being used. By consumer credit is meant the credit which 
is extended whenever anything is purchased by an individual to satisfy per- 
sonal wants and for which ultimate payment is deferred. By business man- 
agement is meant the management of business enterprise in its various as- 
pects and not simply the production management to which the term is so 
often applied. 

Consumer credit, in this country arises from three principal types of 
transactions. The buyer may purchase his goods and pay for them in a 
lump sum at the end of a stated period, as in the retail charge account; he 
may pay for them in an agreed number of instalments; or he may pay for 
them in cash or its equivalent borrowed from some form of financial insti- 
tution. The common factor in the three forms is that the consumer obli- 
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gates himself to pay at a future date, and generally he obtains the use of the 
product immediately upon assuming the obligation. 


Effects Upon Business Management 


What phases of management does consumer credit touch? What are 
its effects? The answer is it touches every phase—production, purchasing, 
sales, finance, personnel. It touches long-time and short-time factors. It 
affects one or more of these phases whether a particular company sells on 
credit or sells for cash; whether the article produced is used by so-called 
producers or consumers. 


The Types of Consumer Credit Institutions 


Within recent years attention has been directed to instalment selling and 
this is likely to be considered the sole form of consumer credit. If so, the 
consumer is considered as buying automobiles through the aid of the finance 
company, and various forms of household furniture, household equipment, 
and clothing by making periodic payments to the retailer. There is another 
type of consumption, however, which has given rise to specialized institu- 
tions. These have done two things—placed a form of consumption credit 
within the reach of people who have never used it before, and made it avail- 
able to others at a cost vastly less than they had previously paid. One type 
is commonly called industrial banking and requires one or more endorsers 
on the note of the borrower; one group calls itself industrial lenders and 
lends chiefly on joint notes of husbands and wives with household furniture 
as collateral; the third is the credit union, a cooperative organization of in- 
dividuals to provide credit for its members. 

One of these, the industrial lender, was organized to provide funds for 
necessitous borrowers. Investigations had disclosed that notwithstanding 
state usury laws, loans were being made to thousands of people at rates 
running from a hundred to seventeen hundred per cent a year. Births, 
deaths, sickness, unemployment and similar emergencies gave rise to an 
acute demand for credit, and since legal business could not make such loans 
at six per cent a year, illegal business devolped to meet the demand. The 
credit bootlegger, like the bootlegger of liquor, furnished an inferior accom- 
modation at a very high price. Unlike the consumer of alcoholic beverages 
who, pretty generally, can abstain from its use if he does not care to pay 
the price, these borrowers could not abstain from food or needed shelter, 
and the law required that they clothe themselves. In order to meet this de- 
mand for credit, there has been passed in about half of the states, the so- 
called Uniform Small Loan Law, which permits companies organized under 
it to make certain types of loans at higher than the former lawful rate. 
Behind this was the idea that if the business were legalized and profitable, 
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capital would flow into it and competition would induce a reduction in the 
cost. 

While the relief cf the necessitous borrower was the cause which 
brought these institutions into existence, the money obtained from them is 
used for various purposes. Let us look for a few minutes at the type of 
people who borrow and the purposes for which the funds are used. 


Who Borrows? 


The answer seems to be that everybody does. A classified list of 
about seventy-five leading occupations includes in it, as would be expected, 
laborers and various types of public employees. But there are also included 
doctors, dentists, draftsmen, professional engineers and teachers. Now a 
classification of seventy-five kinds of occupations would seem to be an in- 
clusive one, yet the miscellaneous group contained over one-fifth of the 
cases (41,603). A partial analysis of this group gave 105 occupations out 
of 1400 people. It includes roustabouts, crew callers, picklers, the ancient 
and honorable calling of lamplighter, and the more modern “flyer.” There 
is a scout executive, a statistician, a bacteriologist, a metallurgist, a game 
warden, a publisher, artists, beauty specialists, taxidermists, and a few 
undertakers. Some are unfamiliar—such as juggerman, bradishman and a 
bucker-up. 

Why are there the several types of consumer credit institutions? Chiefly 
because each type has specialized in providing credit under different terms 
and conditions. Sometimes the terms and conditions make it impossible 
for an individual to borrow from one kind of institution although he may 
be acceptable to another. Sometimes there are persons in a position to use 
one or more of those available and he selects the one he prefers. One bor- 
rower either cannot or will not ask friends and relatives to endorse his notes 
and prefers to mortgage his furniture and give an order on wages, another 
prefers to obtain the endorsers. Some borrowers object to having people 
know of their financial condition, and though the cost be higher will use 
the source which makes it unnecessary for friends, relatives or fellow em- 
ployees to know of their needs or desires. Other borrowers have no such 
objections and are eager to obtain funds at the lowest possible price. 


Why the Borrower Borrows 


Much has been said in general condemnation of individual borrowing for 
consumptive purposes, but few people have taken the trouble to find out ex- 
actly why he borrows. An employer is very likely to condemn his em- 
ployees if they go into personal debt. There is a feeling, frequently, that 
employees are God’s children and they should be protected, guided, and per- 
haps coerced into submission. They are considered incapable of determin- 
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ing for themselves whether it is a good thing or a bad thing for them to go 
into debt. Yet, when the same employer as a producer of goods is thinking 
of his market in terms of the great mass of workers as consumers of goods, 
he approves of their freedom of choice. Great would be the furore that 
would be created if some agency should set itself up to choose for the 
masses what they should eat, where they should live, and how they should 
be clothed. In fact no agency need be created to start the furore. Let one 
producer advertise “Reach for a Lucky instead of a Sweet” and a great dis- 
turbance follows. It is considered much better to lead the consumer to 
“Eat a chocolate, smoke an Old Gold, and enjoy both.” We all know how 
the would-be censors of consumption threw up their hands in holy horror 
a few years ago when shop girls and stenographers began to wear silk hos- 
iery. That was inexcusable extravagance. Then in winter they were rid- 
iculed for covering a silk dressed foot with a pump instead of a shoe. That 
was unhealthy. Now they have cut off their skirts, put on woolen hosiery 
under the silk, and the death rate has remained fairly stable. The final 
product is much more attractive than it would have been had the censors 
had their way. 

So it is with consumer credit. Dire consequences are just before us, 
due to the orgy of extravagant expenditure which follows in its wake. Some 
would close the channels. But who is this borrower and why does he bor- 
row? We have answered the first, in part. Let us answer the second. 

The most important reason for borrowing is “to consolidate debts.” 
Then we have such reasons as “to buy necessities,” “sickness,” “household 
expenses,” “instalment payments.” Now “instalment payments” may mean on 
autos and furniture, but it also means upon land or upon a house. Some 
borrow because of births, others because of death ; some to be married, others 
to be divorced; some to pay rent, others to pay taxes; many to help them- 
selves, a few to help others; some because of unemployment, others to take 
vacations ; a considerable number for business purposes and not a few for 
education. It is true that if an individual borrows for “business purposes” 
it may be called a producer and not a consumer loan, but it is the consumer 
loan agency that he goes to because there may be no other. If we take the 
specific cases rather than the general classification, more light is thrown upon 
the purpose. One wants the money to purchase a horse; another a road 
stand; a third to help pay for a lodging house and a fourth to buy baby 
chicks. If these are producer loans, let us turn to the more truly consump- 
tive loan. One person “needed eye glasses;” another wanted to “put him- 
self in condition to accept a position,” another borrowed that his “son might 
take the state dental examination,” a policeman borrowed to pay his so- 
called contribution to the political campaign fund in his city. 

Why the borrower borrows is indicated, somewhat, by the time he bor- 
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rows. His purpose is frequently covered by the phrase “to consolidate debts” 
or to “pay bills.” When we look at the time of purchase we see that the 
maximum borrowings are in December, when they are nearly double that 
of the average of the other months. Millions of dollars of the Christmas 
purchases, which are looked at as an index of consumer purchasing power, 
reflect loans to these borrowers. From one type of lender alone 40 to 50 
millions of Christmas money may be traced. 

December borrowing reflects the influence of social environment upon 
sales. How much of this spending is for “useless” purchases and how far 
the borrower will go into debt for such purposes, it is difficult to say. In 
the last analysis, it is doubtful whether anyone is fitted to determine whether 
a purchase is useless. Except for such things as harmful drugs and alcoholic 
beverages, organized society has held aloof from placing the stamp of ap- 
proval or disapproval upon personal consumption, and in the case of the 
beverages it is difficult to determine just what stand the social organism does 
take. The toy for a child, broken in an hour, might appear to be a foolish 
purchase if the buyer must go into debt to make it, but there are probably 
many who would forego “essentials” to keep up the Santa Claus myth. Call 
it emotionalism if you will, but we, as creatures, have emotions and act upon 
them. A few years ago I heard a man belonging to a group we might 
class as the intelligentsia, bemoaning the fact that people were swayed by 
emotion rather than by reason. He bewailed the fact that men were so 
largely beings possessed of emotion. At the time he seemed to be a pure 
intellectual. But a year or two later he married—whether from reason or 
emotion we know not—and his first child was twins. These were concrete 
evidence that pure intellectualism had lost a champion. 

Some of these people probably borrow to buy radios. Many will say 
that is an extravagance. But is it? It may be economy. Entertainment, 
recreation, outside diversion are necessary for the worker and some day we 
shall probably determine the relationship of these things to productivity. A 
radio itself may represent redirected purchasing. Many a person sits at 
home at night instead of going to a movie, or hears a baseball or football 
game in his own home instead of attending one. 

The purpose for which he borrows shows his status. Many obtain 
loans to pay insurance premiums, some to pay taxes. We find, therefore, 
that they have insurance which might have been used to borrow upon and 
that they have property which might have been mortgaged. Many have sav- 
ings accounts. This is evidence that they do not all anticipate future income. 
Rather than dispose of what they possess or follow the technical details 
necessary to borrow upon their collateral, they keep what they have. borrow 
in a simpler way, and buy the thing desired. In some cases that desire to 
keep what they have seems to be rather foolish, but perhaps the consumer 
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knows himself better than we do. When he borrows at 3 or 3% per cent a 
month rather than draw upon his savings accounts which pay him 4 per cent 
a year, we may call that ridiculous, but his answer may be that he fears he 
will not replace his savings and he must repay the loan. At the end of th- 
period he still has his savings and the thing desired as well. Now there are 
many intelligent people who have purchased houses by building them first 
and paying for them afterward. Few there are in this broad land of ours 
who saved first and then built. We know that if they had all waited to do 
that few would own houses. Human nature is human nature. We must take 
it pretty much as we find it. 

To what extent are these people borrowing? It is impossible to give 
accurate figures. In 1927, 106 Morris Plan banks made 635,000 loans 
amounting to $166,028,605, an average of $252. In 1928 one chain of in- 
dustrial lenders made 329,000 for a total of $47,000,000, and another chain 
made loans of approximately $25,000,000. The total for all industrial lenders 
was probably about half a billion. In all of this it will be found that the 
losses are small, but the collecting costs are high. In any event, the field 
is rapidly becoming “big business.” 


Personnel Management and Consumer Credit 


What is the significance of these things to business management? Take 
the truly necessitous borrower. We, all of us, know that wages in many 
lines and for many classes of work do not make it possible for wage earn- 
ers to stand a drain upon income and possible savings. A father who has a 
sick child to take care of is eager to do all that is possible to save him. From 
the point of view of personnel management is it desirable that he should 
have some source to which he may turn for funds? Unemployment is still 
a problem, whether it be due to ill health or business conditions. In the 
one case it may be important to the employee and his family that he take a 
vacation; in the other it may be quite necessary that the family have food 
before a new paycheck is received. Should sources of credit be provided for 
these purposes? If so, should the employer provide it or should outside 
agencies ? 

Now take the non-necessitous loan. Should individuals borrow for 
emergency purposes only? Is an employee a better one, more stable, more 
productive, because through a purchase of goods on credit he may satisfy 
a worthy desire, or live in a more attractive home, or get necessary recrea- 
tion which he could not otherwise enjoy? The economist tells us that one 
way to greater production is through the development of higher standards of 
living. If the purchase-then-save method will bring this about when a save- 
before-purchase method will not, is there something to be said for the 
former? 
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Should the employer, directly or indirectly, furnish the funds for either 
type of purchase, is a nice question. These borrowers have a psychology 
all their own. They prefer to borrow from those engaged in lending as a 
business rather than go to their relatives and friends or to their employers. 
They want privacy in the transaction. Direct inquiry of the borrowers dis- 
closed that relatively few would have gone to their employers, although that 
may be due to the fact that no provision was made for such loans by the 
employer. There is objection, however, to using this source, either because 
employer funds are loaned for special purposes, generally emergency, or be- 
cause of an objection to disclosing the need or desire. Many could have 
gone to friends or relatives; others would have gone without had there 
been no regular lending agencies. There is in these facts evidence of the 
desire for independence, and an unwillingness to put oneself under obliga- 
tion. With this feeling goes a willingness to pay the price. The borrower 
who sought accommodation from the loan shark paid his price because there 
was no alternative source; but many of these borrowers frequently have al- 
ternatives. They are willing to pay 3 to 314 per cent a month on their un- 
paid balances, and some would probably pay more. 

In reply to an inquiry, made of about two hundred representative com- 
panies, 75 per cent have had employees borrow from them and about the 
same percentage indicated that they made advances on wages. With few 
exceptions they were in agreement that employees should borrow outside 
of the company, the consensus of opinion being that emergencies are justi- 
fiable causes. For non-emergency borrowings, it is felt individuals might 
go into debt to buy a house or to pay taxes and insurance. A few stipulated 
that whether the employees borrowed or not it was none of their business. 
One company was quite certain that the salaries paid by it were large 
enough to make it unnecessary for employees to borrow. Of course, that 
came from New England with its traditional economy expected from the 
lowliest worker to the representative occupant of the White House. 

But few plants had any form of organization within the plant. One 
had a building and loan association; another a death benefit; one a fund to 
provide for sickness; one a voluntary association; another reported the com- 
pany made loans for worthy causes; one company maintained a hospital 
for the employees and their families; a few had credit unions. These are 
recognitions of a need, but each represents an attempt to fill a part of the 
need only. It may be that employers should not attempt to meet this de- 
mand; there is considerable doubt as to whether the employee wants him 
to or would use the means if made available. The American worker is in- 
dependent, he wants privacy, and paternalism is distasteful. It is not un- 
common to find him going to the industrial lender even though his own plant 
or fellow employees have established a fund from which he might borrow 
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at lower rates. Also there are things for which he borrows which he con- 
siders perfectly legitimate but which may not be considered desirable by 
these other sources of loans. 

Consumer credit is no solution for the establishment of social well- 
being; it is one means, a device. The development of intelligence in con- 
sumption, intelligence in matters of health, knowledge of desirable fields of 
investment, high wages, greater production, better means of distribution, 
insurance, are all part of the program to bring about social well-being. 
Hence the question of consumer credit does not touch personnel administra- 
tion simply on the question of whether or not it should furnish funds to 
employees, but whether it should aid in reducing the causes which bring 
about the demand for consumer credit. Should employers frown upon con- 
sumer credit or is there something to be said for the purchase of household 
equipment which releases time and energy for other purposes; or which 
makes for a better home? Human nature is so constituted that it needs 
recreation, diversion. Is the worker better or worse for the radio he buys 
or the automobile he purchases? Sometimes the auto is used to take others 
to work for a fee; sometimes it is a joint purchase. Formerly the worker 
obtained his recreation by playing cards and drinking in his off hours. It 
is true that a burden of debt wears out many persons, but are there also 
gains in human happiness and efficiency which result from debts contracted 
for certain purposes? Who knows? What is the immediate effect of con- 
sumer credit—the thing it buys and the demand it makes? That question 
has been answered both ways—one that the ensuing worry and fear lessens 
productivity, the other that the higher standard of living conduces to greater 
productivity. The whole question might be worth further analysis. What 
may not your worker get from a radio—inspiration from music; knowledge 
from the sources of higher education; stimulus. Many a worker has been 
relieved of weariness of mind and body by turning on his radio. The 
music itself would do that, although some of the jazz may be a contributing 
cause to the insanity and suicide of the times. 

In the light of what has been said, is it sufficient for us to say that 
saving is the end of life? There is no denying the desirability of individual 
thrift, but what some organizations offer to employees in the name of thrift is 
sometimes a little ridiculous. Take some of these gems: 

“The more we save and invest the more industries there will be and the larger they 
will grow.” 

“The more and larger the industries the more employment and better the wages.” 
There is no attempt here to explain the meaning of the term “larger,” whether measured 
by number of employees, capital, or output. 

“If every worker would spend less than he earns, then the general economic and 


business condition would be so much improved that the periods of unemployment would 
be greatly reduced.” 
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“In the not distant future one of the questions which an applicant for employment 
will be asked will be, ‘How much have you saved?’” 

“The employer knows the thrifty employee can accomplish more than the other 
one whose debts, instalment payments, and the thoughts of what might happen to him 
or his dependents in case of unemployment or sickness, constantly distracts his mind from 
his work.” 


“Banks usually lend money only to their depositors, which is another good reason 
why you should have a checking account.” 


There is not time to analyze these pearls of wisdom one by one, but it 
might serve our purpose to look at one or two of them for a moment. Sup- 
pose every worker were satisfied with a hovel, coarse food and clothing, 
and saved all that he made beyond the amount necessary to purchase these 
things. What industries would become bigger and better as a result? How 
many are there in this country with its tremendous resources and its boasted 
prosperity—how many of the twenty-five or thirty million families—thrifty 
or otherwise, are free of the fear of what might happen in case of unem- 
ployment or sickness? How much do you need to save to be free of that 
fear? The ability of the masses to save enough to relieve themselves of 
that fear is desirable, but its realization is not immediately before us. And 
its non-realization is not the lack of thrift. More vital and pressing is the 
immediate relief of the distinctly devastating effects of lack of funds, sick- 
ness, accident, unemployment and other emergencies. 


Effects Upon Sales 


Consumer credit may affect sales in three very important ways—it influ- 
ences what will be bought, where it will be bought, and when it will be 
bought. Certainly the consumer of goods which are relatively high in price 
will not enter into large scale consumption without credit. It has been esti- 
mated that 55 per cent of the new and 62 per cent of the used cars pur- 
chased are bought on instalment. Eliminate the instalment method here, and 
what would happen? While some of these would still be purchased because 
some instalment buyers would arrange to pay cash, let us assume that 50 
per cent less cars would be sold. What would be the status of our good 
roads? What would happen to business prosperity if the number of cars 
produced in a year dropped 50 per cent. What would be the effect, not 
only upon the automobile industries, the retail stores and property values 
in the automobile producing areas, but to iron and steel, to rubber, textiles, 
leather, wood, glass; to wages and profits; to cement; to property values 
which resulted from improved roads; to oil and gas—we might even say to 
casualty insurance, hospitals, undertakers and surgeons, to entrepreneurial 
units in the form of gas stations, tourist cabins, and frankfurter stands. 

So long as the aeroplane is on a cash basis, the numbers sold will not 
be large. Step up consumption through instalment selling, and what will 
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happen—increased demand, increased production, reduced costs, and an- 
other change in the nature of the goods demanded. Just as the auto brought 
in changed land valuations, so will the aeroplane. Man has always longed 
to live in high places, but necessity forced him into the valleys. We all 
look with longing at the houses on the hilltops and climb the mountains to 
see the sunset or get the distant view. Soon many of us may establish our 
homes there. Electricity for power and heat and aeroplanes for transporta- 
tion now make the hilltops accessible for homesites. Population has spread 
horizontally because of the difficulties of transportation—may it not spread 
perpendicularly because those difficulties are being overcome? 

Changed sales, truly, will follow in the wake of the aeroplane. The 
parachute is already going into large scale production, and the clothing of 
the aviator has developed along new lines. 


Should Consumer Credit Be Cheap Or Dear? 


It might be interesting to have you write the answer to that question. 
Usually there are two replies. Many will say that it should be dear since cheap 
credit would encourage borrowing and encourage extravagance. It is a 
peculiar thing, however, that so many of those who take this attitude will 
. in the same breath condemn such organizations as industrial lenders because 
they consider the lenders are charging rates that are too high. There is 
little doubt that cheaper credit to consumers would result in an increase in 
the amount used, but there is considerable doubt as to whether it would lead 
to extravagance, whether it would be socially undesirable. Of course, the 
determination of what is and what is not socially desirable will depend upon 
whose opinion is asked or who makes the so-called scientific analysis. A 
college president, I think it was, told the world the other day at the N.E.A. 
meeting in Cleveland, that the milkman, the janitor and everybody else 
should have a college education; another educator, after a year of study, 
reached the conclusion that the college education for the masses is largely 
useless. The maker of a very famous automobile advised people not to 
try to save until forty; another almost equally prominent and successful 
business man, tells them to begin saving in childhood. 

Now to say that cheap credit will lead to extravagance sounds like the 
economist of the 19th century, who condemned bank credit because the 
profits of agriculture or manufacture could not be expected to pay bank in- 
terest. He went on to say: “Since a man who has obtained a loan can 
never employ that money in agriculture or manufacture, or in the regular 
commerce, he must employ it in some adventurous speculation.” 

To go back to the second group. They believe in cheap consumer 
credit and they attack the rate of the present lenders, therefore, with more 
consistency. It is a psychological factor that brings the attack. These 
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people believe that since banks can lend at 6 per cent—except, of course, 
when the call market goes to 12 or more—that individuals should be able 
to borrow for not much more. Somehow 6 per cent seems to be fixed as a 
fair rate. But what is there in the nature of banking operations that has 
made this possible? The bank extends loans up to five and ten times its 
capital and surplus; the lender is limited to his own capital. With a capital 
and surplus of a million, the one may lend between five and ten millions of 
dollars and receive 6 per cent on that amount; the other can lend only a 
million. If the first must charge a 6 per cent rate it is obvious that the 
second cannot. Make it possible to furnish cheap credit to consumers and 
more will be used, more will be consumed, and in industries of decreasing 
costs, goods will be made more cheaply. That there are undesirable ele- 
ments in the situation cannot be denied, but the general desirability or unde- 
sirability cannot be established by opinion. The unfavorable aspects have 
been given plenty of emphasis; we have just looked at some which are more 
favorable, and more careful analysis will establish consumer credit in its 
proper place. 


Implant Efficient Working Habits ' 


By Eucene J. Bence 
H. A. Hopf and Company 


| rebeageiel scientists laboriously delving into nature’s secrets, learning new 

facts about physical elements. Brother scientists applying these facts to 
industrial chemistry, engineering, uses of materials. Busy executives taking 
time to consider the best means of utilizing—making—preparing—shaping— 
storing—shipping—the great products of industry. But very few scientists— 
and still fewer executives—worrying about the human element on which the 
whole industrial structure is built. What will future generations say of our 
wisdom? 

In the study of industrial skill alone there are possibilities of profits so 
huge that petty achievements in equipment and materials pale into insigni- 
ficance. Huge, because a new method or principle may have potential appli- 
cation to twenty million workers. 

Habits, in the sense of this paper are repetitive means of producing work, 
and are somewhat synonymous with skill . There are habits of thinking as 
well as of doing. Industry can benefit enormously by implanting proper 
thinking and doing habits in its workers. 

The habit structure of an individual may well be likened to a telephone 
system. The brain and spinal cord represent “central.” There are nerve 





1A paper delivered before the Executives Discussion Conference, Engineers Club, Philadelphia. 
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wires leading from certain subscribers, such as the eyes, ears, nose, skin, 
tongue, muscles, etc. Other outgoing wires lead from the central switchboard 
to the muscles, glands or organs of the body. A habit is started when one of 
the sensory subscribers sends a particular message to central, and central re- 
lays it to the proper muscle for action. The habit becomes well formed 
only when central invariably makes the right connections—and in the 
minimum of time. 

Learning to play the piano constitutes a splendid example of habit for- 
mation. The task is to produce a certain finger action at sight of musical 
notes printed on a score. The possible combinations of notes are infinite, so 
that, when well formed, piano playing is a highly complex habit. Learning 
is very slow, at first, when the simple elements are being learned—messages 
travel but slowly over the wires, and central is clumsy at plugging in the 
proper connections. As the numerous simple habits integrate into combina- 
tions of habits, consciousness becomes less and less essential, until finally it 
practically disappears. It is not unusual for a clever pianist to be playing a 
difficult selection and at the same time be carrying on a conversation. 

Think what it would mean if every industrial worker performed his 
task as rapidly and accurately as the skilled pianist. Industrial executives 
would profit by sitting at the feet of expert music instructors and noting their 
patience—their insistence upon performance in the one correct way—their 
careful building up of simple elements into larger and larger groupings. 

Business colleges, in teaching touch typewriting, have followed the 
methods of the music teacher. Is it not a pleasure to admire the unerring 
precision, the ease of performance and the quality of output of a skilled touch 
typist? 

The steps in implanting efficient working habits are quite simple, but 
require considerable executive patience. Primarily they rest on the assump- 
tion, as Gilbreth puts it, that there is a “one best way” of performing most 
tasks. The first step, then, is to determine the one best way—as laboriously 
to subdivide the operation into its elements as the chemist breaks down his 
complex combinations. Recorded observations; time and motion study; 
changing of workplace, equipment and tools belong to this phase. When the 
best way has finally been synthesized, it is ready to be taught. 

Some incentive should be supplied the worker. Learning is best accom- 
plished under incentive and it is desirable to maintain the worker’s interest 
in the new method—otherwise he will tend to fall back into the old working 
habits. 

Great patience is required in the teaching of new working habits. The 
curve of amount learned may rise sharply at first, then strike a plateau—or 
may even fall slightly. To offset this condition, frequent, short learning 
periods should be used. Repetition lowers the resistance of the telephone 
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wires so that less and less time is consumed for the performance of the oper- 
ation. No exceptions should be permitted especially during the learning 
period, for these tend to permit two outlets for the incoming message, one of 
which is less effective than the other. 

Figure 1 illustrates forcibly the results of practice. The operation of 
wire stitching is a simple one, but there are marked differences in the output 
of various operators. Note how the curve of production rises steadily with 
the amount of time (practice) on the job. 
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Ficure 1. Propuction or STITCHING MACHINE OPERATORS IN A PRINTING DEPARTMENT. 


Industrial executives cannot discharge their obligation to train men 
merely by installing a training division. They should insist that their in- 
structors are analyzing operations into their basic elements, recombining the 
minimum number of these elements into an active working-habit-chain, and 
ingraining this habit into operators. Employees, management, stockholders 
and public alike will benefit from the increased production which results from 
careful training of this kind. 


The College Man in Industry 


Summary by C. S. Corer, Manager, Educational Department, and R. H. Tutt, 
Apprentice Engineer, 


Westinghouse Electric & Manufacturing Company 


H’*s the college man a place in industry? Where does he fit? Is he an 

asset or a liability during his first year? What are the requirements 
for success in the field of Works Management? These and numerous 
other questions were discussed in a lively round-table meeting at the Pro- 
duction Executive’s Conference held by the American Management Asso- 
ciation in Pittsburgh in February. 
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There seemed to be little doubt in the minds of those present that there 
is a place for the college man in industry. Due to his much wider horizon 
and outlook for what he hopes to become, certainly he compares very favor- 
ably with the average man on the job. Although he knows little that is of 
practical value to his employer when he is graduated, the broad foundation 
of theoretical study received in his classwork has taught him to think analyti- 
cally and constructively. It costs an organization a little at first to move 
the man around from one job to another to get him acquainted within the 
industry but the employer must look toward the ultimate result to see 
whether the system pays. 

Of course there are particular lines of work for which the college 
graduate is better fitted than others. The engineering graduate is seem- 
ingly best fitted for work in research, design, operating, technical sales, pro- 
duction (planning), time study, and others. The business administration 
student finds still other lines of work best suited to his training. His oppor- 
tunities lie in accounting, production control, business research, advertising, 
sales, personnel, purchasing and statistics. College men with advanced 
degrees are more acceptable for research or design work, but not for sales. 

Since the college man has had little or no experience in any of these 
jobs his economic status is a matter of question. Is he an asset or a liability? 
Some one has suggested that it is good psychology to start by calling him 
an asset,—he may be one. Still the fact remains that as regards production 
he is quite a loss since he is moved off a job before he can become produc- 
tive. One must give the college man credit, however, for trying to become 
an asset as soon as possible. 

An able bodied college man could probably do as much actual labor as 
any day laborer in the shop but he is not hired for that purpose. Em- 
ployers look for executive material in college men. If after five years with 
the company this inexperienced student becomes a good foreman, an able 
superintendent or general foreman or a competent engineer the lack of pro- 
duction during the first year is of little consequence. In such a case the col- 
lege man should be considered an asset during the first year in the light 
of potential worth. 

In this regard students from co-operative courses may have a slight 
advantage since their co-operative work brings them into closer contact 
with the man in the shop and with industry in general. When they com- 
plete their course they have more experience and probably less to unlearn 
than the four-year college graduate. However, during the first three or 
four years of the co-operative student course these students are probably 
of less worth to their employers than the ordinary college man. 

Considered as a group there is more of a question about a college man’s 
worth during his first year since he is quite unsettled. If he spends only 
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a year or two with an organization he is no doubt a liability to that organi- 
zation. However the experience of those two years may make him a valu- 
able man to some other company or to the art, in which case, broadly speak- 
ing and in a generous sense, he should still be considered an asset. 

There is quite a difference of opinion regarding the number of engi- 
neering graduates available. Are there enough men graduating each year 
to meet the requirements of industry? Immediately one thinks there are 
not nearly enough of the best men, men who become recognized leaders, but 
there are too many of the lower grades of college men. Perhaps the colleges 
are to blame in not giving the men the courses they need most in their work. 
Then comes the old question: Shall we train college men for specific jobs 
or give them a good, all-around, general engineering course? The ayes and 
nayes both have it. Then what is the college professor to do? He will do 
his best to give industry the men that are needed, but who knows what that 
type is? One thing is certain, however, if there was a shortage of good 
material students would be paid more. If they were in demand employers 
would pay any amount to keep them. 

How much should students be paid? Prices vary. An average is 
about $120 to $130 a month. Master’s degrees seem to bring more, as much 
as a dollar a week more in some cases. There are of course the cases of 
men who have done advanced work in certain lines and are worth much 
more than the ordinary “run of class” graduates. It is fortunate that the 
graduating student realizes how little he knows and makes no objection 
to starting life after commencement at the boctom of the ladder and working 
up. Usually all he asks the first year is a living wage with enough surplus 
for an occasional good time. 


A Specific Job Versus Training Course 


The question of a specific job after graduation versus a training course 
period is one always open for discussion. It seems to resolve itself into a 
matter of company policy. It is generally agreed, however, that it would 
never do to put a student into an executive job to start. He lacks experience, 
seasoning and breadth of vision. He must know how to get along with 
men in the shop and offices under him. 

One of the objections to a training course is that it causes friction in 
the shop, between regular workmen and students. This again seems to be 
a matter of policy. Many companies are handling their students on syste- 
matic shop training courses and the workmen accept them as a matter of 
course. Sometimes the personnel man feels that it is a rather delicate situa- 
tion to handle, but if the student is told that his advancement depends on 
the manner in which he is able to get along with the shopmen, and is made 
to appreciate what the shop man can do to help him little trouble will come 
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from the student. On the other hand the regular workman can be given 
opportunities to take night courses to prepare himself for greater responsi- 
bilities and a sort of comradeship springs up whereby the student can help 
the shop man in his night school work. 

Especially those college men who are going into Works Management 
must feel this spirit of comradeship. Among the requirements for success 
in this field were suggested adaptability, ability to get along with other people, 
self control and personality. These traits will help a man to enjoy his work 
and will help others to enjoy working with him. In addition, however, he 
must have many other qualities such as leadership, perseverance, industry, 
common sense and a desire for responsibility. A certain amount of mechani- 
cal sense and analytical ability is also required of a man who will advacne rap- 
idly. This seems a large order and quite a lot to expect of a young college 
man, but some of these characteristics can be developed by proper handling. 

The ordinary “run of class” graduate does not have all these qualities, 
but in every graduating class there are several very good men who will fit 
into this work. Some companies are interested in getting these best men 
and for that reason send representatives to interview the graduating students. 
By graduation time the most desirable men in every class are signed up 
with some company. Therefore from the point of view of the employer 
it is necessary, if he expects to get good men, to recruit them by interview 
at the college. 

It is of course no responsibility of an organization to try to broaden the 
mind and experience of students in its employ, but to make no effort in 
that direction is to overlook an opportunity to develop its men. The college 
man, with his study habits formed through four years of intensive class 
work, desires a vacation from study for awhile, but after a few months 
the urge returns to “hit the books.” If a systematic plan is worked out by 
which he can satisfy this urge and at the same time help himself in his 
work the student will usually welcome the opportunity and by continuing 
his studies make himself more valuable to his company. Some companies 
are sponsoring co-operative courses leading to advanced degrees. Extension 
study courses and lecture courses by company experts are other methods of 
carrying out this same idea. Any plan to encourage the student to keep up 
his studies will help. 

It is agreed that there is a place in industry for the college student and 
when properly handled he becomes a valuable addition to his organization. 
He is an individual, not a type, and will, in most cases, work hard to attain 
the goal he hopes to reach. A period of systematic training with an oc- 
casional friendly interview with a man of responsibility will do much toward 
making him a man who will be valuable to the art as well as to his individual 
organization. 
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